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YOLR PHILOSOPHY TOWARD RETIREMENT 
Many folks think of "planning for retirement" 
as something you start to do at about age 60 or 
62, or naybe even 65. What they may mean is 
making plans for drawing Social Security benefits. 
But, really, there are things we do all during our 
lives (at least our adult lives) that directly or 
Indirectly are part of our retirement planning. 
Self-employed persons may be able to significantly 
affect their Social Security benefits by 
"nanaging" their self-employment income during 
their earning years. Salaried persons have very 
I ittle control over their Social Security contri-
butions or benef Its. But beyond that, our pattern 
of property accumulation and ownership, of busi-
ness growth,.as we·11 as our level of living during 
our earn Ing years wi 11 a 11 have a bear Ing on our 
I i ves du r i n-g ret I rement. 
So, bas.lcal ly, we have al I started to plan 
for ret I rement whether we have thought of It as 
such or not! How many years should we plan for? 
The average life expectancy of a 65-year-old 
person today here In the U1 I ted States Is about 
another fifteen years, and the odds of reaching 
the age of 90 are about 1 in 10, so don't plan for 
too short a period. 
RETIREMENT GOALS 
A basic part of any planning process Is 
sett Ing goa Is. It's one step wh I ch Is very often 
"s hort-c i rcu I ted" or not dea It w I th very specif 1-
ca I I y, In part because It might be difficult. 
However, unless we have some idea where we want to 
end up, we cannot effect Ive I y "chart our course" 
or know when we've "arr i ved 11 I Consequent I y, we 
may not be ab I e to do or ach I eve some things 
during retirement, simply because we didn't plan 
well enough or start early enough. 
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Here are some poss I b I e goa Is for ret I rement 
to stimulate your thinking. You need to evaluate 
each of them In I lght of your situation, add to or 
eliminate from the list, and attempt to put them 
in some orda,- of priority. Which Is rnost Impor-
t ant to you? Which shou Id .you start working on 
f I rst? 
1. Remain activ<3 f1 f-Jr·rnl1lg, ~usinass or 
ot'her ·.>ccupat I 011 f,J,.. d few years, or as 
long as possible. 
2. Transfer the operation of the business to 
another generation. 
3. I-eve time for travel, leisure, hobbles. 
4. Enjoy new activities -- community, 
church, civic Involvement, part-time 
employment. 
5. Transfer property to the next generation 
while: 
- providing for retirement income and 
securl ty. 
- treating children equitably. 
- ensuring continuity of the business. 
- minimizing tra11sf1~1 .;..>st~. 
- 1Mi<l:iilzL1J t .yt.11 fa1nl ly :>.:Jtl >f , ,;tl :Jq. 
6. P-· ·wl 1j~ ·;1.1ff l .;l~ , 1t lnC:)!ll8 t:> 1000-)t futJr-e 
COSTS of living. 
OTHER CONSIDERATIONS 
Hea I th Is a major factor In p I ann In~ for 
retirement. Because of poor hea I th, ret I rement 
may need to start earlier than normal or at least 
a partial retirement begun. Qi the other hand, If 
your retirement plans Involve travel and activity, 
you need to be conscious now of maintaining physi-
cal vigor. At the same time, real lze there wt 11 
come a time when you and your spouse coin no longer 
gat arolJnd so ~011. 5:> don't put off those things 
you've a I ways wanted to do so I 1)tlg thdt you c;:i" n.J 
: 1)·1Jar j :, them! 
For most people, a sudden retirement -- going 
from very act Ive phys I ca I and/or manta I act Iv I ty 
-- to a "retirement" period without any such actl-
v I ty can be trag I c In terms of phys I ca I and erro-
t Iona I health. This Is another reason for 
p I ann Ing ahead. Many happ I I y ret I red peop I e are 
busier than they ever were before retirement, but 
In a new field with new cha I lenges. For many of 
us, retirement may simply mean the freedom to work 
when we want tol However, without something to do 
that's of value to someone, we may lose our sense 
of worth. 
It Is Important to have Interests other than 
work, especially In retirement. Enjoying friends, 
helping the less fortunate, participating In 
church and civic work and making worthwhile con-
tributions to society are Important to the mental 
and physical condition of most retired people. 
Where to 11 ve dur I ng ret I rement Is a not her 
question with many aspects. We may want to stay 
In "our home" that we've worked . so hard to 
acquire, develop and maintain. However, that may 
keep us too close to the farm or business and make 
It harder to turn the re Ins over; or It may be 
more than we want to take care of. Al so, as we 
get older or as our health fat Is, a move to town 
and/or a smaller home may be very practical. 
A re I ated area that has probab I y rece I ved 
more attention In recent years among farm people 
than retirement planning ls estate planning. 
Ac tu a I I y what one does I n e I ther of these areas 
affects the other, but perhaps we ought to be~ 
concerned about planning for financial security 
during the rest of our I Ives, while at the same 
time making effect Ive p I ans for transferr Ing what 
f lnancial resources may be left after we've gone. 
There's a separate section in the Handbook on 
Estate Planning. 
COSTS TODAY 
A good place to start in thinking about costs 
during retirement some time In the future may be 
by looking at costs now. Let's look at Table 1, 
and start to determ I ne your spending I eve I. It 
shows some estimated costs for "typlca I" retired 
couples today. There are three levels to show how 
the amount spent on different Items might vary 
with income. For example, food-at-home makes up 
29 percent of the I ower I eve I budget compared to 
24 percent at the higher level. "Less essential" 
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Items like food-away-from-home, transportation and 
"other faml ly consumption" make up a rel atlvely 
larger part of the higher level budgets. 
Of course, no faml ly 
f lrst ought to look at 
construct your own budget 
Is "typical", so you 
those f lgures, then 
In the first blank 
column. 
costs? 
If you are ret I red now, what are your 
If you aren •t, how wt 11 you 11 kely spend 
your dollars when you retire? 
YOUR BUOOET 
You need to th Ink a~ut sever a I factors as 
you develop your own budget In some detail: 
* Wlere do you plan to live? If you stay on 
the farm, your food may be rooch I ess than 
In town. Cb you plan to live In the south 
or spend part of the year away from "home?" 
Housing and transportation wt II also be 
affected by where you live. 
* Do you have plans to travel and see people 
and places you haven't had time for? Pre 
your children or other relatives spread all 
over? This wl 11 make a big difference In 
your transportation and eating-away-from-
home costs and perhaps "other faml ly con-
sumption." 
*Whether you live In town or on the farm may 
affect your housing costs slgnlf lcantly, 
also. For example, the 1979 Bureau of 
Labor Statistics Intermediate level budget 
for "non-metropol ltan" retired couples was 
$7,703. For Cincinnati, Ohio It was 
$8,415; for Boston, Massachusetts It was 
$10,119. 
* Your general health and past medical 
expenses as wel I as your health Insurance 
program and the coverage you elect under 
Medicare may help you estimate your health, 
I nsuranc<:J and roadlc .31 costs as a retired 
couple. lhn't assume that Insurance will 
cover al I your medical costs! 
*Although some expenses wl II Increase during 
retirement, other expense Items such as 
clothing, food, taxes and work-related 
expenses will probably decrease proportion-
ately. However, It Is Important to resist 
the urge to save money by drastlcal ly 
reducing expenditures on clothing and food 
Items. t-titrltious food and a balanced diet 
are Important for an enjoyable retlra:nent. 
At I ad:>t .3n OCCrtS I <)fld I "me.a I O•Jt" pr"o'll des 
the opportunity for relaxation and enjoy-
... ,. 
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TABLE 1. ESTIMATED ANNUAL BUDGET FOR A RETIRED COUPLE IN NONMETROPOLITAN AREA, AUTUMN 1979.!_ / 
Level of Living Your Future Budget Cost of Living Your Future 
Item Lower % of In termed. % of Hilher % of in Today's Dollars Multiplier Budget 
$ TOTAL $ TOTAL TOTAL (See Table 2-A) 
Food At Home 1, 678 29.1 2,173 28.0 2,596 23.6 
Food Away From Home 153 ' 2. 7 226 2.9 396 3.6 
Uousing!/ 1,289 22.4 1, 542 19. 9 1, 947 17. 7 
Home Furnishings & Oper. 461 8. ci 798 10. 3 1,410 12.8 
Transportation 543 9.4 792 10. 2 1,414 12.9 
Clothing 216 3. 7 355 4.6 593 5.4 
Personal Care 178 3. 1 266 3.4 379 3.4 
Medical Care.!/ 822 14. 3 828 1 o. 7 835 7.6 
Other Family Consumption~/ 181 3.1 304 3. 9 592 5.4 
Other Items~/ 245 4.2 463 6.0 841 7.6 
Taxes (Personal)!/ 
Total Annual Costs $5,766 100% $7,747 100% $11,003 100% 
!' Budgets were obtained from the U.S. Department of Labor, USDL:78-588 August 25, 1980 (nonmetropolitan Area = populatior 
of 2,SO<rS0,000) 
y Housing reflects homeowner costs of property taxes and insurance, water and refuse disposal, heating, gas. electricity. 
repair and maintenance. 
~/ Out-of-pocket costs for Medicare and items not covered by Medicare - dental and eye care. most out-of-hospital, and 
physical checkups. 
1'/ Reading, recreation, tobacco and alcohol and miscellaneous. 
S/ Gifts, contributions, life insurance !t Income taxes were not included in these budgets, you m!'ly want to estimate yours, and property taxes on any property you 
own in addition to your residence. · 
TABLE 2: Changes in Cost of Livins Budgets, Bureau of Labor Statistics 
"Intermediate" Budget, % Change Budget, % Change 
Bud sets ~ from 1974 1979 from 1978 
Food at Home Sl,669 8.3 $2,173 8.2 
Food Away from Home 159 8.3 226 11.9 
Shelter (homeowner) 1,101 7.3 l, 542 9.6 
House Furnishings 
Ii Operations 610 7.3 798 6.7 
Transportation 556 9.5 722 16.5 
Clothing 310 l.8 355 1.4 
Personal Care 200 6.8 266 9.9 
Medical Care 540 3.4 828 10.0 
Other Family Consumption 242 S.3 304 7.8 
Other Items 345 I..:l. 463 8.9 
Total 1 Average S5 1 732 7% s7 1 747 9 .1% 
ment. likewise, new clothes that are 
reasonably priced and fashionable can help 
maintain the spirit of vitality and dignity 
that Is Important during the retirement 
years. 
* tbte the I abor department ret I rement 
budgets do not Include Income taxes. They 
do al I ow for homeowner property taxes on a 
house and lot. This would not be adequate 
for a farm, however. If you expect to have 
s I gn I f I cant amounts of taxa b I e Income 
Cr ant, Interest on sav I ngs, etc.) beyond 
your exempt Ions and zero bracket amount, 
you need to a I I ow for some tax payments. 
Also, If you own a farm or other real 
estate beyond your own residence, those 
property taxes need to be Included In your 
budget. 
Unless a retiree's Investment Income Is 
large, federal Income taxes may be less In retire-
ment because ret I rement Income Is typ I ca 11 y I ower 
and special exemptions are al lowed. Social 
Secur lty benef Its recel ved In retl rement are 
currently exempt from taxation. Also, there's an 
additional Individual exemption If a person Is 65 
or older by the last day of the year. So a 
coup I e, both 65 or over, wou Id qua I I fy for an 
add It Iona I $2,000 In exempt Ions In 1981. Th Is 
means that In 1981, a couple who are both 65 or 
over could have a faml ly Income In addition to 
Social Security of $7,400 before any federal 
Income taxes were due. Therefore, It may be 
advantageous for some folks approaching retirement 
to arrange to "postpone" some Income unt I I they 
reach age 65. 
There Is a I so current I y a "cred It for the 
elderly" which may reduce your federal taxes If 
you are over 65. The credit Is 15 percent against 
tax on al I kinds of Income, Including earned 
Income. Be sure to read the current Instructions 
w I th your return and take advantage of It If you 
qua I I fy! 
FUTlRE COSTS 
The next step In budget Ing costs for your 
retirement years Is to project ahead, probably to 
two or three points In time. Assume you are now 
55. What · wt I I it cost you ten years from now at 
65 to provide the same "real" level of living you 
budgeted above? What about twenty years from now? 
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Here are some f I gures wh I ch may he Ip you. 
Table 2 shows the 11 lntermedl ate" Budgets from the 
Bureau of Labor for 1979, the most recent data 
available, and for 1975 for comparison. The per-
centage Increases In the Items In the budget from 
1974 to 1975 and from 1978 to 1979 are calculated. 
As you can see, different Items In the budget have 
Inf I ated quite d I fferent I y ! The over a 11 cost of 
I Iv Ing Increased on the average about 6 percent 
per year from 1967 to 1975, or about 60 percent In 
tot a I over 8 years. From 19 75 to 1979, the 
budgets show about an 8 percent annual Increase. 
The figures In Table 2 may merely reinforce 
what you al ready know -- costs of 1 lvl ng have 
Increased much faster In recent years! The 
tougher job Is to pred I ct what sort of Increase 
you see over a longer period Into the future! 
let's take the total of nearly $8,000 from 
the 1979 budget and project It ahead for ten years 
and 20 years, using factors from Table A at the 
end of this publication, at several different 
rates of Inflation. We might expect annual living 
costs, to purchase the same bundle of goods and 
services, to be about {see next page**>: 
As you can see, the rate of Inf latlon we pro-
ject makes a very large difference In our budget 
for 10 or 20 years from now! We don't know what 
Inf latlon rates we'I I experience, but we can't 
ignore the problem just becau5a ;xtr' prediction Is 
u11certal nl 
You may want to plan for Inf latlon rates of 8 
- 12 percent for the next twenty year period. You 
do need to be prepared to adjust your f lgures and 
your plans If rates are higher or lower. 
tbw you 're ready to go back to Tab le 1 and 
put In the cost-of-1 lvlng mu I tip I lers you think 
best represent the per I od over wh I ch you 're pro-
j ectl ng. Some quick multi pl I cation and add,ltlon 
wl 11 give you an estimate of your future budget 
for living. You may want to apply a factor to the 
tota I budget figures (as we d Id In our "projec-
t Ions"), or you may prefer to use d If ferent rates 
for various parts of your budget. 
Another question Is how far Into the future 
should you estimate your budget? Table D 
(attached) prov! des some approximate 11 fe expec-
tancl es for males and females based on 1976 
figures from the u. s. Department of Health, 
** 
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TABLE 3. Financial Statement -- January 1, 1981 
Assets 
Ca11h and Checking Ac.countH. 
Life In11urance (cash value) 
lnvcatments: 
Savings Accounts •• 
Stocks and Bonds. 
Other (Retirement Fund) • 
Farm Personal Property: 
Crop and Livestock Inventory. 
Breeding and Dairy Livestock. 
Machinery and Equipment 
Far.m Real Estate. 
Residence (if separate from farm) 
Other Real Estate 
TOTAL. • • • • • • 
Liabilities 
Real F.:state Debt. 
Pe rsonal Property Debt. 
Other Debts • 
TOTAL •• 
Current 
Value 
• $ 1,000 
5,000 
10,000 
0 
6,555 
10,000 
0 
80,000 
240,000 
0 
0 
•• \352,555 
20,000 
40,000 
0 
NE'C WORTH (ASSETS - LIABILITIES) •••••••• $292, 555 
Inflation Rate (%) 1989 Budget 
6 $14,000 
8 $17,000 
10 $21,000 
12 $25,000 
14 $30,000 
Projected 
Value 
$ 1,000 
6,000 
17,700 
0 
19. 770 
0 
0 
0 
340,000 
0 
0 
.384,470 
0 
0 
0 
0 
$384,470 
1999 Bud1et 
$26,000 
$38,000 
$54,000 
$78,000 
$110 ,000 
Educatl on and Wei fare. These are averages based 
on huge numbers of people. For example, the table 
says for females aged 30 today the llfe expectancy 
Is 49, or the average 30-year-old female can 
expect to 11 ve 49 more years. In other words, 
about ha If wl 11 d I e sometime with In the next 49 
years, and about half wll I life longer, to age 79 
or beyond. 
CURRENT FINANCIAL STATEMENT 
AND ESTIMATED RETIREMENT ltCCJ.1E 
At th Is po Int In p I ann Ing, as you determ I ne 
your retirement Income sources and the dollar 
Income available from each source, It will be 
helpful to develop a f I nan cl al statement show Ing 
a 11 assets and 1 labl I I ties at the time of retire-
ment . If planning a few years In advance, It wl I I 
be necessary to project what property you wl I I 
llkely own, given your tentative plans. 
°Table 3 shows the assets for our farm faml ly 
example as of January 1, 1981. They presently own 
sane grain, livestock and machinery, but figure It 
wl I I most I y go to pay off exl stl ng debts. They 
f lgured their life Insurance cash value wll I 
Increase nodestly. They estimated their land 
appreciation conservatively at about 6 percent per 
year. 
You can work out your own plan In a slml lar 
format, or the account book you use probably has a 
net worth form In It. 
Now let's estimate the Income you'l I have 
fran your current and future resources to meet 
those costs we've projected. 
An example II lustratlng several kinds of 
retirement Income Is 11 lustrated In Table 4. Take 
a look at It now, please, before you continue. 
Soc I a I Secur I ty 
Although the or lg Ina I purpose of Soc! a I 
Secur lty was to supp I ement other sources of 
retirement Income, It has been the major source of 
retirement Income for many retired folks. Table 5 
may give you some Idea of the level of benefits 
currently available. These are the nost recent 
figures presently available from Social Security. 
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Persons reaching age 65 In 1981 would not 
I lkely have average yearly earnings of over $8,000 
on wh I ch they pa Id Socl a I Secur I ty, s I nee maxi mum 
earnings covered by Social Security taxes didn't 
exceed $8,000 until 1972. We stress these figures 
are estimates. Your benefits could vary by as 
much as $50 per month, depending on your specific 
earn I ngs record. 
The approximate maximum benef It payable to a 
worker who was 65 In 1981 was $535. Your old 
Income tax returns should tel I you how much Income 
you paid Social Security taxes on each year. In 
our example, your average self-employment earntnys 
subject to Social Securtty tax '.ltere $4,000, yo1J 
p I an to retl re In s Ix years at age 65, and your 
spouse wll I also be 65. You would enter $5,328 In 
the top llne of Column C In the sample worksheet, 
Table 4 ($296 + $148 = $444 x 12 months). 
Assuming Soclal Security benefits continue to be 
adjusted for lnflatlon for six years (1981 to your 
retirement year), and a 10 percent a'Verage Inf la-
tlon rate, you'd use an adjustment factor of 1.77 
(from Tab I e A) In Co I umn D. So your expected 
Income from Socl al Securtty sf .l( ye.3r-s frorn now 
would bl3 $9,431 (Column G). 
If you expect to work some during retirement, 
e I ther I n your own bus I ness or for someone e I se, 
estimate what your total annual earnings (after 
taxes and Social Security> might be In today's 
dollars In Column C and rrultlply by an appropriate 
adjustment factor from Table A In Column D. then 
put the results In Column G. 
Ret I rement Fund 
Assume you have been putt Ing $1, 500 per year 
for four years Into an IRA and p I an to cont I nue 
for another six years, untl I age 65. It Is 
earn Ing about 6 percent. Tab I e B shows you• that 
you w I I I have about $19, 770 accumu I ated C 10 years 
at 6% = 13.18 x $1,500 per year). If It earns 6 
percent during retirement and you draw It out over 
10 years, you wt 11 rece Ive before taxes about 
$2,689 per year ($19,770 x .136 from Table Cat 6 
percent and 10 years). You may owe some Income 
taxes on those payments, depend Ing on your other 
taxable Income during retirement, but for now 
let's assume none. 
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Table 4 Samele Estimate of Annual Retirement lncomeY 
Value of Annual 
Asset or Income in Multieliers Future 
Amt. of Today's Adjustment Investment Income from Annual 
Item Invest. Yield Dollars for Inflation at Retirement Investment Income 
(See Table 2-A) (See Table 2-8) (See Table 2-C) 
(A) (8) (C) (0) (E) (F) (G) 
Social Securitya $5,868 2.1/Ji $12,558 
Wages While Retireda 
Retiremen~Fund 
Payment $1500/yr. _§! $19, 770 .136 ~ 
Savings Accountb' c Sl0,000 10% 1. 77 17, 700 .102 ~ 
Stocksd 
Mutual Fundsd 
8ondse 
Life Insurance s 5,000 
Farm or Other 
8u,siness S240,000 $6,600 1. 42 ~ 
Other 
TOTAL ANNUAL INCO~E $26,424 
aFuture income from social security, wages and retirement fund may be estimated by multiplying today's benefits 
times an appropriate inflation factor from Table 2-A. 
blncome from a savings account or retirement plan may be estimated by computing the annual withdrawal of princi 
pal and interest which would consume the account during retirement years. One method of arriving at this 
annual withdrawal would be to multiply today's savings (Column (A)) times a factor from Table 2-8 (Column (0) : 
to find the amount of savings at the start of retirement (Column (E)). This amount would be multiplied by a 
factor from Table 2-C (Column (F)) to arrive at the annual withdrawal of income from savings. 
cGrowth of current savings balance can beestimated by multiplying by the appropriate factor from Table 2-A . . 
dlncome from stocks and mutual funds may be estimated by inflating this year's income (Column (A) times Column 
(8)) by an appropriate inflation factor (Column (0)). 
eSince returns to bonds are fixed over tim'e, annual returns will not change until the bond matures . 
.!.I Assuming a married couple who will both be 65 in six years, example done as of January 1981. 
2 I . 
- A factor for ten years was used here, as we started from Social Security figures for 1979. 
TABLE 5. 
Worker at 
65 
62 
seouse at 
65 
62 
Examples of ~onthly Social Security Retirement Payments 
for Workers \./ho Reach Age 62 in 1979-83 
Average Yearly Earnings After 1950 Covered by Social Security 
$923 or Less $4,000 $6,000 $8,000 $10,000 
$122 $296 $388 $483 $535 
98 237 311 386 429 
61 $148 $194 $241 $267 
46 111 146 181 201 
From "Estimating Your Social Security Retirement Check," HEW Publication 
SSA 79-100881 Seet. 1979 ~eal!ents rounded to whole dollar) 
TAHLE A. COST OF LIVING ADJUSTMENT FACTORS!/ 
·-
Annual Rate of Inflation 
-
Year 4'1, 6% 8% 10% 12% 14% 16~ 
2 1. 08 1. 12 1. 17 1. 21 1. 25 1. 30 1. 35 
4 1. 12 1. 26 1. 36 1. 46 1. 57 1. 69 1. 81 
6 1. 27 1. 42 1. 59 1. 77 1. 97 2. 19 2.44 
8 1.]] 1. 59 1. 85 2. 14 2.48 2.85 3.28 
10 1. 48 1. 79 2. 16 2.59 3. 11 3. 71 4. 41 
12 1. 60 2. 01 2.52 3. 14 3. 90 4. 82 5.94 
14 1. 73 2.26 2.94 3.80 4.89 6.26 7.99 
16 1. 87 2.54 3.43 4.59 6.13 8.14 10. 75 
18 2.03 2.8S 4.00 5.56 7.69 10.58 14.46 
20 2. 19 3. 21 4.66 6. 73 9.6S 13. 74 19. 46 
22 2. 37 3.60 5.44 8. 14 12. 10 17. 86 26. 19 
24 2.56 4.0S 6.34 9.8S 15. 18 23. 21 3S.24 
26 2.77 4.55 7.40 11. 92 19. 04 30.17 47.41 
28 3.00 s. 11 8.63 14. 42 23.88 39.20 63.80 
30 3.24 5.74 10. 06 17. 45 29. 96 so. 9S 85.85 
!7 Also a "Compound Interest" Table. If costs go up 8% per year for two years, 
what costs $1. 00 today will cost $1. 00 x 1. 08 a year from now. In another 
year it will cost $1. 08 x 1. 08 or $1. 17. 
TA~LE B. AMOUNT OF ACCUMULATED INVESTMENT IF $1 IS INVESTED AT THE 
BEGINNING OF EACH YEAR FOR N YEARS AT I PERCENT INTEREST 
WITH INTEREST REINVESTED 
Annual Interest Rate (I) l>eposits 
for N 
Years 4~ 6% 8% 10% 12% 14% 16% 
2 2.04 2.06 2.08 2.10 2.12 2.14 2. 16 . 
4 4.25 4. 37 4. 51 4.64 4.78 4.92 5.07 
6 6.63 6.98 7.34 7. 71 8. 12 8.54 8. 98 
8 9. 21 9.90 10. 64 11. 44 12.30 13. 23 14.22 
10 l 2. 01 13. 18 14 . 49 15. 94 17. 55 19. 34 21. 29 
12 1s.03 16.87 18. 98 21. 38 24.13 27.27 30. 81 
14 18. 29 21.02 24.21 27.97 32.39 37.58 43. 61 
16 21. 82 25.67 30.32 35.95 42.75 so. 98 60.85 
18 25.65 30. 91 37 . 4S 4S.60 SS.75 68.39 84.04 
20 29. 78 36. 79 115. 76 57.27 72. 05 91. 02 115. 211 
22 311.25 43.39 SS.46 71. 40 92.50 120. 1111 157.23 
211 39.08 so. 82 66.76 88.50 118. 16 158. 66 213. 72 
26 44. 31 59. 16 79. 95 109. 18 1 so. 33 208.33 289. 75 
28 49. 97 68.S3 95. 311 134. 21 190. 70 272. 89 392.0S 
30 56.08 79.06 113. 28 1611.49 2111. 33 356. 79 S29.70 
TA8LE c. ANNUAL PAYMENT WHICH WILL EXHAUST PRINCIPAL AND INTEREST 
IN N YEARS IF $1 IS INVESTED TODAY AT I PERCENT 
INTEREST RATE (I) 
YRS. OF 4~ 6~ 8% 10% 12% 14% 16% ANNUAL 
PAYMENT 
(N} 
-
2 . 530 . 545 . 561 . 576 . 591 . 607 . 623 
4 . 275 .289 . 302 . 315 . 329 . 343 . 357 
6 . 191 . 203 . 216 . 230 .243 .257 . 271 
8 . 149 . 161 . 174 . 187 . 201 . 216 . 230 
10 . 123 . 1 36 . 149 . 163 . 177 . 1 92 .207 
12 . 107 . 119 . 133 . 147 . 161 .177 • l 92 
14 . 09S . 108 . 121 . 136 . 151 . 167 . 183 
16 . 08S . 099 . 113 . 128 • 1113 .160 • l 76 
18 .079 • 092 .107 . 122 • 138 .155 .172 
20 . 074 . 087 . 102 . 117 . 134 • 1 Sl .169 
22 . 069 . 083 . 098 . 114 . l 31 .148 .167 
24 .066 . 080 .095 . 11 l .128 . 146 . 16S 
26 . 063 . 077 .093 .109 . 127 . 145 .164 
28 .060 . 075 . 090 .107 .12S .144 . 163 
30 . OS8 . 073 .089 . 106 . 124 .143 . l 62 
TABLE 0. UFE EXPECTANCY TABLE 
(YEARS REMAINING AT VARIOUS AGES) 
AGE MALE FEMALE 
30 42 49 
40 33 39 
50 24 30 
SS 20 26 
60 17 22 
65 111 18 
70 11 111 
75 9 11 
Source : Vital Statistics of the U.S. 1976, Volume 11, 
Section S, U.S. Dept. HEW 
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Savings Account 
SI nee you got the mortgage pretty we I I pa Id 
off and the kids through school, you have been 
able to put away a I lttl e cash and have accumu-
1 ated $1O,000. It Is In a 6-month money market 
certificate which has been earning from 10 to as 
much as 16 percent. Assum Ing you leave It there 
and It continues to earn over 10 percent and 
assuming you put the Interest from It away also In 
cert If I cates earn Ing 10 percent, In s Ix years at 
ret I rement you shou Id have about $17, 700 ( $10, 000 
x 1. 77 from Table A). If you use only the 
Interest from It at 8 percent, you'd get $1,416 
per year. let's assume you plan to draw principal 
and Interest out over 20 years, earning 8 percent 
on the remaining balance. Again, using Table C, 
you can estimate you'd draw $1,805 per year c.102 
x S 1 7, 7 00) • Aga I n, there may be some I ncome tax 
to pay on the Interest earned during retirement. 
Stocks and Mutual Funds 
The yield of these wl 11 I lkely vary with the 
general economy or rate of Inflation. To esti-
mate, take the current yield (Income) and adjust 
by an appropriate rate of Inf latlon, to the year 
at which you are looking, using Table A. 
Bonds 
Income from bonds Is fixed up until the time 
a bond matures. So current returns are about what 
future returns wll I be on bonds you presently own. 
LI fe Insurance 
This can be a source of retirement Income In 
several ways. One could withdraw accumulated cash 
value, put It Into savings and draw over time, or 
draw It from the company over time as an annuity. 
If It's an endowment policy left to maturity, cash 
value should equal at least the face amount of the 
po 11 cy. Al ternat Ive I y, the po 11 cy cou I d be I eft 
as Income for the survlvlnJ spouse, In whlc~ c~s~ 
th13 face amount ,)f ti1e pol Icy could be drawn as an 
annuity or as a lump sum and Invested elsewhere. 
In any case, take the appropr I ate cash va I ue and 
multiply by the factor from Table C for the 
assumed number of years and Interest rate. Here 
we' re as sum Ing we' I I keep the Insurance protec-
t Ion. 
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Farm or other Business 
Income could come from two sources, basically 
-- either from rent or from sale. 
The property could be sold outright with the 
proceeds Invested or by an lnstal lment sale at 
Interest. A factor from Table C appl led to the 
net aroount real I zed after Income taxes and costs 
of sale would estimate the principal and Interest 
on the unpaid balance that might be received each 
year over the per I od of the sa I e, or from the 
withdrawal of the sale proceeds from savings. 
Today's net rental after landlord costs might 
be estimated Into the future using an adjustment 
for Inf lat Ion from Table A. Farm rentals have 
tended to I ncrease as fast as the genera I I and 
Inf latlon rate, at least during the last few 
years. 
For our example In Table 4, we assumed 120 
acres wl th 110 acres ti I lab I e, with a current 
value of $2,000 per acre. Net rent after taxes, 
Insurance, repairs and other landlord expenses Is 
currently $60. With a 6 percent rate of lntlatlon 
on rent, It would earn aboLJt $9,372 six y1).1 ·· ·; f··Jn 
. 1~ Cl.42 from Tal)la Ax $6,60()). 
S tJ\1~11 NG IT UP !\ND MAK I NG ENDS AG:T 
In our 9xample, we end up with the estimated 
Income 6 years from now of $23,303. We could com-
pare that with our budget of expected future 
I lvlng costs. If we had estimated living costs of 
$12,000 and the same average Inflation rate of 10 
per cent that we used to project Soc I a I Secur I ty 
benet I ts, those cos ts wou Id be $21, 240 s I x years 
from now, so we should have a little slack. 
~w, compare your total estimated expenses 
(Tab I e 1) and your I nc.J:ne, us Ing the b I ank form 
(Table 7> at the end of this paper. It rncome 
more than covers expenses, you are In good f lnan-
c I a I shape for your ret I rement. The excess funds 
can be Invested for future use and to bu 11 d your 
estate, or more can be spent In ret I reme nt for 
1 lfe enrichment. Review your goals -- maybe you 
can afford more travel, home Improvements or what-
ever you consider Important. 
If your Income does not cover expenses, 
adjustments must be made In your plan. Could 
Income be created? Cons Ider cont I nued emp I oyment 
lnvo~lmenl type 
IA•dill110 
...... 
S11vin111 
account» 
Bond• 
MorlMUMtlB 11nd 
h11h1llm1111t 
contract1 
Life in1ur11nce 
andaMulties 
Equity owoerahlp 
Commonond 
prefarrud 
1tnck 
Mutu11I funds 
BusinttH• 
R11olestut11 
Rool nhtlo truHt 
ur.synilicuta 
Limittid 
parln11r1hips 
CommuclitiM 
Hobbies 
Item 
Social. Securitya 
Wages While Retireda 
Retirement Fund Paymentb 
Savings Accountb, c 
Stocksd 
Mutual Fundsd 
Bondse 
Life Insurance 
Farm or Other Business 
Other 
Total Annual Income 
10 
T1able q Investment Alternative• Compared by Evaluation Criteria 
Avera1111 Personal Protection 
De11reu of risk annual Liquidity investment Maturity ogninst Income twee• 
rnturn lime period management Jleriod influlion 
re<iuired 
-------- ---- - ------·--· ··· -- ----perc;e•I 
Non11 , if in1ured S-16 Short None Short to Nono lnture1t taxud 
moderete 88 ordinary 
term income 
Low to S-12 Short to Vary little Short to Nooe Interest taxed 
moderate moderete lon11 term a9 ordinary in· 
come, soma 
exempt or 
deferred 
Low tu 5-10 Moderate Low to Moderate to None Interest taxed 
modllrate tolo~1 moderate lo1111tenn as ordinary 
income 
None, if com- 4-8 Short None Moderat11to Almost none Interest incom11 
pany is finan- lon11term deferred to 
ci11Uy aound maturity unless 
paid 
Moderate to L09ae1la15 Short Moderate to May be1old Variable, but Dividends taxed 
auhltantial 1ubatantial at anytime 11eneraUy as ordinary in-
llood coma. Capital 
1lUinHhl'tKlu11 
sale 
Moderate lo Loueato15 Short Very little Maybeaold Variable. but Same aa above 
111batantial at anytime sane rally 
11ood 
Moderatato V11riable Moderate to Moderate to Moderate to Variable Same as above 
eut.tantial 10011 1ubatantial lon11 
Variable 5-20 Moderate lo Moderate to Moderate to Ganer ally Sama as above 
lon11 1ubatantial lone 11ood 
Moderate to Vuriabla V11riabla Vary little Variab&a Generally Sama as above 
subtitantial Rood 
Moder11toto Variable Variable Low to Moderate to Depends on Sama as a hove 
subet11ntial moderate lon11 investment 
lli11h Variobla Short Subtitantial Short Depandaon Capital aain 
commodity taxed on 88la 
Moderate lo Vuri11bla Moderate to Suhltantial Lon11 Depandloo Capital 11ain 
1ubtitantial loo11 inv .. tmant taxed on 881& 
TABLE 7 
ESTIMATE OF ANNUAL RETIREMENT INCOME 
Value of 
Asset or 
Amt. of 
Investment 
(A) 
Yield 
(8) 
Annual 
Income in 
Today 1s 
Dollars 
(C) 
Adjustment Investment Income From Future 
for Inflation at Retirement Investment Annual 
(See Table 2-A) (See Table 2- 8) (See Table 2-C) Income 
(0) (E) (Fl (G) 
aFuture income from social security, wages and retirement fund may be established by multiplying today 1s benefits times an 
appropriate inflation factor from Table 2-A. 
blncome from a savings plan or retirement plan may be estimated by computing the annual withdrawal of principal and inter -
est which would consume the account during retirement years. One method of arriving at this annual withdrawal would be 
to multiply today's annual savings (Column (A)) times a factor from Table 2-B (Column CE)) to find the amount of savings 
at the start of retirement (Column (E)). This amount would be multiplied by a factor from Table 2-C (Column (F)) to 
arrive at the annual withdrawal of income from savings. 
cGrowth of current savings balance can be estimated by multiplying by the appropriate factor from Table 2-A. 
dlncome from stocks and mutual funds may be estimated by inflating this year's income (Column (A) times Column (8)) by 
an appropriate inflation factor (Column (0)). 
eSince returns to bonds are fixed over time, annual returns will not change until the bond matures. 
.._ 
• 
.., 
during retirement, saving more now for retirement, 
Increasing the return from Investments or spending 
annual ly some of your cap lta I assets and Invest-
rnents during retirement. 1-bwever, If Investments 
are to be liquidated, It Is Important to consider 
your planning horizon or life expectancy. Liquid-
ation of Investments reduces annual Income In 
future years. 
Cou Id your expenses be reduced? 
some Ideas: 
Here are 
* If your home Is larger than necessary and 
expensive to run, could you buy or rent a 
sma I I er, I es s cost I y p I ace that better 
suits your retirement Income? 
* The cost of upkeep and repairs on a home 
may be sharp I y reduced If you do some of 
the work you rse I f. 1-bwever, don •t try to 
do a big repair job unless you have the 
ski 11 s. 
* If you have two cars, the need for the 
second may no longer exist. 
* You may not need to spend as rruch on food. 
Meals need not be large or elaborate. With 
rEKjuced activity, food requirements are 
also reduced. Plant a garden. 1-bwever, do 
not tr Im your food a I Iowa nee to the po Int 
where a balanced diet Is not possible. 
* W"lat about trlmml ng recreation expenses? 
look into low-price and free community 
activities that are often held at 
I lbrarles, schools and recreation centers. 
You can save money on travel, too, by 
join Ing group f I lghts sponsored by travel 
clubs, alumni associations and other orga-
n lzations. Take advantage of discounts 
given retirees. 
Your f I rs t budget for retirement may be 
completely satisfactory. 1-bwever, It may be 
necessary to revise it from time to time as your 
circumstances change. Remember -- set up a budget 
to su It yourse If and your means. It is foo I hardy 
to make your plans based on those of your neigh-
bors or on suggestions of wel I-meaning friends! 
INVESTMENT EVALUATION CRITERIA 
The proceeds from a pension, life Insurance 
or a farm sale are frequently received In a lump 
sum. To generate retirement Income, these funds 
must be Invested. Investment alternatives 
available to the retiring farmer Include savings 
11 
accounts, government or corporate bonds, mortgages 
or lnstal lment contracts, I lfe Insurance or 
annuity policies, common or preferred stock, 
mutual funds, real estate or business ventures 
I nclud Ing real estate trusts or syndicates, 
I imited partnerships, commodities or hobbles. 
Many investment alternatives are unfaml I lar to 
most farmers, and you should Investigate them 
completely before choosing the best ones for you. 
The seven nore relevant criteria that Investors 
use to evaluate the alternatives available to them 
are: 
- degree of r I sk 
- average annual returns 
- I lquldlty 
- personal management required 
- maturity period 
- protection against Inf latlon 
- taxation 
Table 6 compares some investment alternatives 
by these seven er i ter i a. In the end, persona I 
preferences, and your ability to manage different 
kinds of investments may be the most Important 
criteria. Also, · It Is generally wise to diver-
sify your Investments among the major types. Try 
to find competent, trustworthy advisors to guide 
you In your choice. 
PRE-RETIREMENT TAX-SHELTERED INVESTMENTS 
Farmers who are 5 to 10 years away from 
retirement can uti I lze a tax-sheltered set-aside 
of funds to build up retirement Income as part of 
their Investment strategy. Tax laws al low self-
emp loyed ind ivl duals to set up a retirement fund 
for themselves by setting aside part of their 
current earnings and deferring federal Income 
taxes on the contribution. l.Klder this program, 
tax benef Its accrue In two ways: ( 1) amounts 
contributed to a retirement fund are tax exempt In 
the year of contribution, and (2) earnings on the 
contribution are not subject to tax untl I 
w I th-drawn. 
Payment of Income taxes Is not forgiven, only 
def erred unt i I retirement years when the money is 
withdrawn from the fund. Self-employed indivi-
duals may be In a lower tax bracket during retire-
ment due to lower earnings; they are eligible for 
an additional exemption after age 65; and they may 
be entitled to retirement Income credits. 
1-bwever, sa I e and/or renta I of farm assets may 
result In such retirees remaining In a relatively 
high Income tax bracket. 
When evaluating tax-sheltered Investments, 
remember that earn I ngs d I verted to these Invest-
ments could have been Invested elsewhere In your 
farm or other business. The after-tax earnings on 
those alternative Investments may yet be more 
attractive than those from tax-sheltered alter-
natives. 
Two basic alternatives are aval lab le tor 
establishing a tax-sheltered retirement program --
a Keogh or an Individual Retirement Account CIRA) • . 
Beginning In 1982, under the Keogh rules, a 
self-employed Individual may contribute to a Keogh 
retirement fund and deduct from taxable Income no 
more than 1 5 percent of earned Income or S 15, 000 
each year. Regardless of the 15 percent 1 lmlta-
t Ion, up to $750 can be contr I buted and deducted 
from I n~ome. .Earned Income means net earn I ngs 
from self-employment If personal services are 
Issued In furtherance of Cboperatlve Extensive 
Work, acts of May 8 and June 30, 1914, In coopera-
tion with the U.S. Department of Agriculture. Roy 
M. Kottman, DI rector of the O:>operat Ive Extens I on 
Service, The Olio State lkllverslty. 1/82 
12 
actually rendered to the business. Capital gain 
Income Is not part of earned Income. 
IRA accounts have higher limits, also, 
beginning In 1982. You can contribute $2,000 or 
100 percent of your compensat Ion, wh I ch ever Is 
less. If your non-earner spouse joins you, you 
can contribute up to $2,250 to a joint IRA. 
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